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U. S. LIFE INSURANCE COMPANY INCOME TAX RETURN

FOR CALENDAR YEAR 1954

1954

Do not write in space b¢

PLEASE TYPE OR PRINT PLAINLY

Name

Number and Street

City or town, postal zone number, State

Date incorporated

Place incorporated

Serial No.

Instllt%r!?ozngo‘ GROSS INCOME 1. Interest Received 2, Accrual of Discount . A%‘,"gﬂ%ﬁﬁ,"“ of (In Case of "i'mTa‘ a(!ommﬂ
1. Interest on: Column 2 Less Column
(a) Wholly exempt obligations. (Attach schedule)......vvvvvvevnnn... $ % $ 3
(b) United States Savings Bonds and Treasury Bonds owned in excess of
the principal amount of $5,000 issued prior to March 1, 1941, . ...
(c) Obligations cf instrumentalities of the United States issued prior to
March 1, 1941 L0 iuin it e e | e e e -
(d) Obligations issued on or after March 1, 1941, by the United States
or any agency or instrumentality thereof. (Attach schedule). .. .. . |--oooomooom oo oo
(e) Loans, notes, mortgages, bank deposits, bonds, debentures, etc. .. .. ...
e $ $ $ $
2. Dividends on stock of:
{a) Domestic corporations subject to taxation under Subtitle A of the Internal Revenue Code of 1954. (See Specific Instruction 2).
(b) Public utility corporations subject fo taxation under Subtitle & of the Internal Revenue Code of 1954, ... ... vvvrvr..s.
(0) Forelgn corporabions. .. ...ttt e e
(d) Other corporations. . . ... i ittt et e e e
3. Rents,  (AHach sthedtle). .. ..ot e e
4. Total income I Hems 110 3. .. o ittt it i e e et e e e $
DEDUCTIONS
5. Interest wholly exempt from lax (item 1 (@), ColUmmn 4). . ... vvvv e e e e $
6. Investment expenses. (Attach schedule). .......o.ooiine e i,
T e . .
8. Real estate expenses...........oovenvn... PP S
9. Depreciation, (Attach schedule). .......oovuiiiiine e e
10. Total deductions in Hems B 10 O, .ttt e
11. Taxable income before special deductions for partially tax-exempt interest and dividends received (item 4 minus item 10)...'$
12, Taxable income before special deductions (ftem 11). ...ttt e e e et e i S e
13. Less: Interest partially exempt from tax (item 1 (b) and (c), column 4) . ..o vveeeven e,
14, Ttem 12 Jess Htem 13, o i i e e e e e $
15. Less: Dividends received deductions—
(@) Enter 85 percentofitem 2 (@) . ... ovvn i e, $
(b) Enter 62.115 percentofitem 2 (b). ... v, }
(c) Enter 85 percent of dividends received from certain foreign
COrPOrations ... .o. i
(d) Total dividends received deductions. Enter sum of (a), (b), and (c) but nol fo exceed
85 percent of Hem 14. ..ottt it e
16. Taxable InCome. ... .. i $
17. Adjustment for ceriain non-life insurance reserves (applicable only to contracts other than life insur-
ance or annuity contracts)—
(a) 34 percent of mean of unearned premiums and unpaid losses on
such other coniracts at beginning and end of year.............. $,
(b) 314 percent of 25 percent of net premiums on such other contracts
written during year. ........ .. L S,
(c) 324 percent of mean of unpaid losses on such other contracts at
beginningandendofyear........ ... i i
(d) Item (b) plus ftem (€) . o ovv e e e e $
(e) Item (a) or (d), whichever is greater. .......covuvervrnnnnnn. . $
(B Ttem (e) multiplied by 8. ..ottt e e T
18. Sumofitems 16 and 17 (). ... . $.
19. Less: Reserve interest credit (from line 6, Schedule C).............coooiviiii e,
20. 1954 life insurance company taxable IMCOME. . ......t it iiii it et $
COMPUTATION OF TAX
21. Tax. If amount in item 20 is:
Not over $200,000, enter 334 percent of ftem 20......cuueunrenuinreniniieteeeieeiaee
Over $200,000, enter $7,500 plus 634 percent of excess over $200,000} $
22. Less: Crecfi_it for irﬁcirge taxes paid to a foreign country or United States possession allowed a domestic corporation. (Attach
OIIML. LAdO) . e e e e e e e e e e
23, Total InCOMe TAX QUG+ . ...ttt $

Did the corporation pay anyone other than an employee for assistance in the preparation of this return? [[] Yes
If answer is “Yes,” enter his name and address.

Internal Revenue Code and

SIGNATURE AND VERIFICATION (See Instruction E)

I, the undersigned, president, vice president, treasurer, assistant treasurer, chief accounting officer (or other duly authorized officer) of the corporatic
which this return is made, declare under the penalties of perjury that this return (including any accompanying schedules and statements) has been exan
by me and is, o the best of my knowledge and belief, a true, correct, and complete return, made in good faith, for the taxable year stated, pursuant -

the regulations issued thereunder.

CORPORZ
SEAL

(Date)

(Signature of officer)

(Title)

I declare under the penalties of perjury that I prepared this return for the person named herein; and that this return (including any accompanying sche
and statements) is, fo the best of my knowledge and belief, a true, correct, and complete return based on all the information relating to the maiters req

to be reported in this return

of which I have any knowledge.

(Date)

(Individual or firm signature)

(Address)
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Schedule 5.—~DATA FOR RESERVE AND OTHER POLICY LIABILITY CREDIT FOR THE SUCCEEDING TAXABLE YEAR (See Instruction for Schedule A)
4. Method of

2. Assumed

f . Assumed : .
iyt T P A R e A I H il o
1. $ $ 3 $
2.
S (R
4.
5. Totals ............... e e e v A8 $

6. Average rate of inferest assumed in computing life insurance reserves (total of column 8 above divided by total of column 7 above). .

Ta 3B percent Of INe 6. .. uuueurieeree et eente ittt tanasonstosnseansseatssnnsaanssisesianane Y P
8. 2.1125 percent (65 percent of 3% percent)....... et e irer e e Ceereeanecataraans 2.11
9. Reserve earnings rate (line 7 above plus line 8 above). ....vvviiiiiiiiii ittt esesabeeiaes eerieaeees

10. Total of column 7 multiplied by e ) 2 ST Creserateriaeneaa, Ceeraes

11. 2 percent of the reserve held for deferred dividends. .. ..uu i vttt i i i i ittt i riraa e e Cevas

12. Interest paid or accrued. . e F N Ceereenen

13. Total of 1ines 10, 11, And 12 G0V, ¢t e te ittt ottt eenireteetnaeeeese aneas e ianeeteiosiseesassssisssessanannns eee |8

14. Taxable income before special deductions for partially tax-exempt interest and dividends received (item 11, page 1)...... R . S

15. Interest wholly exempt from tax (item 8, page 1).....ovvvennan.. ettt e i, Ceeere ettt .

16. Adjustment for unearned premiums and unpaid losses on non-life insurance reserves (item 17 (e), page 1) ..o vv i ennn... $

* In the case of reserves computed on a preliminary term basis, 107% of the amount of the ressrve.
Schedule B.—~INVESTED ASSETS BOOK VALUES (See Instruction 6)

(Schedule B need not be filled in if no deduction is claimed for any general expenses that are allocated o inv t i )]
1. Beginning of taxable year 2. End of taxable year
b I T Y Y- o = 3 e ... |8 3
b1 (o fo Lo (= Lo T S
e Collateral JoamS. o v v vttt ettt ettt et i e e
4. Policy loans, including premium Notes. ..o vvvrere i vinieniieniiiieeeenannes e - —
5. Bonds of domestic corporations. ......coveveiniiiiii it et ee s S,
6. Stocks of domesHC COTPOTAHOMS. o vttt ettt et ittt es s enaraasesosssansenereenernanas .
7. Government obligations, etc. (Submit detailed schedule)........ccvviniiiiiiiiiiiiiiinnn. -
8. Bank deposits bearing interest. ........... ... ol et e . -
9. Other interest-bearing assets (Attach statement).............. ettt ..
10. Totals Of HNoes 110 O vevt vttt ittt ettt i e L $
11. Totalof columns 1 and 2, line 10, . cvvt et vttt ieieii ittt e ittt s sennnnanereeeananunns FR PPN $
12. Mean of the invested assets for the taxable year (one-half of line 11).......... ettt e $
13. One-fourth of 1 percent of the mean of the invested assets........ ... ... .. i, et 8
14. Income base (item 4, page 1, minus the sum of items 7, 8, and 9, page 1)....... Cereee s e eeereraeeaaes R
15. 3% percentof line 12...........ovvtt PRI e e ireeaeae e, Ceerreeriearenes v .
16. Excess (if any) of line 14 over line 15, ... .o u.tiuutitiit ittt et et $.
17. Onedourth of e 18, ..ttt ettt eesesaesteeteaneesesrorssorsantuareesasiocessansos e $
18. Limit on deduction for investment expenses (line 13 plusline 17). ... .. .o oottt iiiiit e $
Schedule C.—RESERVE INTEREST CREDIT (See Instruction 19)
1. Sumofitems Band 1l,page l.......cooiviiivnnnnes Ceerrereriee e S e $
2. 50 percentofitem 17 (), page 1......covviiiiiiiineana, rreeeiaeeaas Cereaeaes b Ceereee e,
3. Adjusted taxable income (line 1 minus line 2),........... e b ie et e ea e e e Ceareere i $
4. Required interest—
(@) Total of column 8 (line B), Schedule & ... .. v ittt $
(b) 2 percent of reserve for deferred dividends ... .vvvu v et
() Interestpaid ...ovvvvnnnn. ettt e et ettt e reer e
(d) Sum of lines (@), (b), and (€) .. vvvrvreir it Ceeeieieeeaeaes e R e $
B. Line 3 divided by line 4 (d). Enter percentage...... Cerretrerieees ettt retiiieseeetetat ettt mmmmemeeme——mcmmeene %
6. Reserve interest credit—If percentage on line S is:
105 Or MOTE, ENIET ZETO . v v v vt ervernerenrsusronensesnnoennensesns P Cereasaeieniaesiens Cereee e
100 or less, enter 50 percent of item 16, page ... e atiieieaneas 3.
more than 100 but less than 105, enter * oo %% ofiten 16, page 1. . vvviieiiieiieiieiiennnnaenneencenn.
* Multiply by 10 the difference between 105 percent and percentage on line 5 and enter percentage thus obtained.
ADDITIONAL INFORMATION REQUIRED
1. Was a return filed under the same name for the preced- 6. Did the company at any time during the taxable year
ing taxable Year?. .. ... [ Yes [ No own directly or indirectly any stock of a foreign
corporation?......eeue. ettt e, [ Yes |
2. State amount of deferred dividend funds at end of R .
taxable year, exclusive of any amount held for pay- If answer is Yes," attach statement required by General
ments in following taxable year. ........ eennaaaes . Instruction J.
3. Is this @ consolidated return?. .. ..o ovve it O Yes [1No 7. Did the company file with the District Director of Internal
It “Yes,” procure from the District Director of Internal Revenue a copy of the annual statement for the preced-
Revenue for your district Form 851, Affiliations ing year as required by General Instruction K?..... [] Yes |
Schedule, which shall be filled in and filed as a part If answer is “*Yes," state District Director's office in which
of this return. statement was filed.

4. If this is not a consolidated return—

(@) did the company at any time during the taxable
year own 50 percent or more of the voting stock of

8. If a copy of the annual statement required by General Instruction X

anolther corporatior.l eiﬂ'_ler .d_omestic or foreiqn? ..... [ Yes [1No not accompany this return, state reason why the statement
(b) did any corporation, individual, partership, trust, attached.

or association at any time during the taxable year

own 50 percent or more of your voting stock?....... [ Yes [ No

If either answer is “Yes,”” attach separate schedule
showing: (1) Name and address; (2) percentage of
stock owned; (3) date stock was acquired; and (4) the
District Director's office in which the income tax return
of such corporation, individual, partnership, trust, or 9. If the company is a burial or funeral benefit insurance company,
association for the last taxable year was filed. whether it is engaged directly in the manufacture of funeral su

or in the performance of funeral services.

5. Did the company make a return of information on Forms
1096 and 1099 or Form W-2 for the calendar year
1954 (See General Instruction H)?.veevvseensse-.. L Yes []No




1954

INSTRUCTIONS FOR FORM 1120 L

U. S. LIFE INSURANCE COMPANY INCOME TAX RETURN

19:

(References are to the Internal Revenue Code of 1954 unless otherwise noted)

Tazpayers will find it helpful to read the General Instructions A to L before commencing to fill in their returns

GENERAL INSTRUCTIONS

A. Companies required to file a return.—Every domestic life insurance
company and every foreign life insurance company carrying on an insurance
business within the United States (if with respect to its Uniled States business
it would qualify as a life insurance company), which is engaged in the busi-
ness of issuing life insurance and annuity contracts (either separately or com-
bined with health and accident insurance) or noncancelloble contracts of
health and accident insurance and of which the life insurance reserves, plus
unearned premiums and unpaid losses on noncancellable life, health, or
accident policies not included in life insurance reserves, comprise more than
50 percent of its total reserves, shall file a return on this form. (See section
801.)

If a receiver, trustee in dissolution, trustee in bankruptecy, or assignee has
possession of or holds title to all or substantially all the property or business
of a corporation, whether or not the property or business is being operated,
he must make a return of income for the corporation in the same manner and
form required of other corporations. (See section 6012.)

B. Period covered.—The return shall be for the calendar year ended
December 31, 1954, and the taxable income computed on the calendar year
basis in accordance with the State laws regulating insurance companies.

C. Accounting Methods.—A return on this form shall be filed using the
cash or accrual method of accounting, except that whichever method is adopted
in filing the company’s first return must be followed until the consent of the
Commissioner is received to change the method.

D. Time and place for filing.—The return must be sent tfo the District
Director of Internal Revenue for the district in which the company’s principal
place of business or principal office or agency is located, on or before March
15, 19585,

E. Signature and verification.—The return must be signed either by the
president, vicepresident, treasurer, assistant treasurer or chiel accounting
officer, or by any other corporate officer authorized to sign. A receiver, trus-
tee, or assignee must sign any return which he is required to {ile on behalf of
a corporation. The statement at the bottom of page 1 of the return is required
to be signed by any person, firm, or corporation who prepared the taxpayer's
return. If the return is prepared by a firm or corporation, it should be signed
in the name of the firm or corporation. The statement is not required if the
return is prepared by a regular, fulltime employee.

F. Payment of tax.—The tax must be paid in full when the return is filed
or in two installmenis, 50 percent on or before the 15th day of the third month
and 50 percent on or before the 15th day of the sixth month following the close
of the taxable year.

If any installment is not paid on or before the date fixed for its payment, the
whole amount of the tax unpaid shall be paid upon notice and demand by the
District Director. The tax may be paid in cash or by check or money order
drawn to the order of “"District Director, I. R. S.”" Cash payment should be made
only in person at the District Director's office.

G. Penalties.—Failure to file, etc.—Substantial additions to the tax are

imposed for failing to file a return, for late filing, and for filing a false or fr
ulent return.

H. Information at source.—Every insurance company making payn
in the course of its trade or business of (1) interest, rents, commissions, or ¢
fixed or determinable income of $600 or more during the calendar year .
to an individual, a partnership, or a fiduciary, or (2) salaries or wages of ¢
or more chall make returns on Forme 1096 and 1099, except that the ma
of such return will not be required with respect to salary or wage payn
included on Form W-2, provided copies of withholding statements on 1
W-2 are turnished. If a portion of such salary or wage payments was repc
on a Withholding Statement (Form W-2), only the remainder must be repc
on Form 1099.

The returns on Forms 1096 and 1099 shall also include dividend payn
totaling $10 or more during the calendar year 1954 to each sharehclder
is an individual (citizen or resident of the United States), a resident fiduc:
or a resident partnership any member of which is a citizen or resident.

I. Information by corporations—1. Contemplated dissolution
liquidation.—Every corporation shall, within 30 days after the adoptior
the corporation of a resolution or plan for the dissolution of the corporatic
for the liquidation of the whole or any part of its capital stock, render a con
return on Form 966 setting forth the terms of such resolution or plan.
section 6043.)

2. Distribution in liquidation.—Every corporation making distributior
liguidation of the whole or any part of its capital stock shall also make ret
on Forms 1096 and 1099L, as required by instructions on Form 1096, for
calendar year 1954,

J. Stock ownership in foreign corporations.—In addition to the sche
required by Specific Instruction 2, a corporation owning any stock of a for
corporation must attach a statement showing the name and addres
each company and the total number of shares of each class of outstant
stock owned during the taxable year. If the corporation owned 5 percer
more in value of the oulstanding stock of a foreign personal holding comp:
attach a statement setting forth in complete detail the information requ
by section 551 (d).

K. Annual statement.—A copy of the annual statement for life insurc
companies adopted by the National Convention of Insurance Commissio
for the year 1954, as liled with the Insurance Department of the State, T
fory, or Districl of Columbia, which shows the reserves used in computing
net income reported on the return, together with copies of Schedule A ¢
estate) and Schedule D (bonds and stocks), must accompany the return.
ilar copies for the preceding year must also be furnished, if not filed for :
year. In the case of a foreign life insurance company carrying on a life
surance business within the United States, the copies submitted shall be t
relating to the United States business of the company.

L. List of attached schedules.—Attach a list of the schedules act
panying the return, giving for each a brief title and the schedule num
Place name and address of company on each schedule.

SPECIFIC INSTRUCTIONS
The following instructions are numbered to correspond with item numbers on the first page of the return

1. Interest.—Enter interest received or accrued from all sources during the
taxable year. The gross amount of interest reported as gross income shall be
decreased by the amortization of premium and increased by the accrual of dis-
count attributable to the taxable year on bonds, notes, debentures, or other evi-
dences of indebtedness, determined (1) in accordance with the method regu-
larly employed, if reasonable, or (2) in accordance with regulations prescribed
by the Secretary or his delegate. (Attach statement showing method and
computation.)

2. Dividends.—Enter as item 2 (a) the amount received or accrued as divi-

dends from a domestic corporation which is subject to taxation under Subtitle A,
except dividends on certain preferred siock of a public utility, dividends re-

ceived from a corporation entitled to the benelits of section 931, and from a
corporation organized under the China Trade Act, 1922. Enfer as item 2 (b)
dividends received on certain preferred stock of a public utility which is sub-
ject to taxation under Subtitle A. Enler as item 2 (c) dividends from foreign
corporations. Enier as item 2 (d) dividends from all other corporations, in-
cluding dividends on share accounts in Federal savings and loan associations
issued on or after March 28, 1942. Enter in item 1 (c) dividends on share
accounts in Federal savings and loan associations issued prior to March 28,
1942, Submit schedule, itemizing all dividends received during the year,
stating the names and addresses of the corporations declaring the dividends
and amounts received from each.

3. Rents.—Enter rents received or accrued from tenants.

5. Interest wholly exempt from tax.—Enter the amount of interest which
is wholly exempt from taxation under the provisions of section 103.

6. Investment expenses.—Enter expenses paid or incurred which are
properly chargeable to investment expenses, the total amount of which, if there
be any allocation of general expenses to investment expenses, should not exceed
one-fourth of 1 percent of the mean of the invested assets reported on line 12,
Schedule B, plus, in cases where the taxable income computed without any
deduction for (1) investment expenses and (2) tax-free interest, exceeds 3%
percent of the book value of such mean of the invested assets, one-fourth of
such excess. Submit a schedule showing the nature and amount of the items
included herein, the minor items being grouped in one amount. (See section
803 (g) (2).)

7. Taxes.—Enter taxes paid or accrued exclusively upon real estate ov
by the company and taxes assessed against individual shareholders and j
by the company without reimbursement as provided in section 803 (g)
Do not include taxes assessed against local benefits of a kind tending t
crease the value of the property assessed, as for paving, sewers, elc.
limitation on deduction, see Instruction 10 (b).)

8. Real estate expenses.—Enter all ordinary and necessary buil
expenses, such as fire insurance, heat, light, labor, etc., and the co
incidental repairs which neither materially add to the value of the pror
nor appreciably prolong its life, but keep it in an ordinarily efficient op
ing condition. Do not include any amount paid out for new buildings o
permanent improvements or bettermenis made to increase the value of
property or any amount expended on foreclosed property before such prog
is held forth for rental purposes. (For limitation on deduction, see Instruc
10 (b).)

9. Depreciation.—The amount deductible on account of depreciation i
amount reasonably measuring a portion of the investment in depreci
property which, by reason of exhaustion, wear and tear, or obsolescenc
properly chargeable against the operations of the year. In any eveni
deduction is limited to the depreciation on the preoperty that is used, and t
extent used, for the purpose of producing the income specified in section 802
The amount of depreciation should be determined upon the basis of the oric
cost (not replacement cost) of the property, and the probable number of y
remaining of its expected useful life.

(a) Straight line method.—The most common method of computing dep
ation is the “straight line"” method. It allows for the recovery of cost in e
annual amounts over the life of the property, with only salvage value remai
at the end of its useful life. To compute the deduction, add the cost of imp
ments to the cost (or other basis) of the asset and deduct both the estim
salvage value and the total depreciation allowed or allowable in past ye
Divide the result by the number of years of useful life remaining to the ¢
the quotient in the depreciation deduction.

(b) Declining balance method.—Under this method a uniform ra
applied each year to the remaining cost or other basis of property (wil
adjustment for salvage value) determined at the beginning of such year.

16—71347-



property acquired before January 1, 1954, or used property whenever acquired,
the rate of depreciation under this method may not exceed one and one-half
times the applicable straight line rate. :

(c) Special rules for new assets acquired after December 31, 1953.—The
cost or other basis of an asset acquired after December 31, 1953, may be
depreciated under methods proper in the past; or, it may be depreciated under
any of the following methods provided (1) that the asset is tangible, (2) that it
has an estimated useful life of three years or more, and (3) that the original use
of the asset commenced with the taxpayer and commenced after December 31,
*1953. If an asset is constructed, reconstructed, or erected by the taxpayer,
so much of the basis of the asset as is attributable to construction, reconstruction
or erection after December 31, 1953, may be depreciated under methods
proper in the past; or, it may be depreciated under any of the following methods
provided the asset meets qualifications (1) and (2) above.

(1) Declining balance method.—This method may be used with a rate
not in excess of twice the applicable straight line rate.

(2) Sum of the years-digits method.—Under this method annual allow-
ances for depreciation are computed by applying changing fractions to the
taxpayer's cost or other basis of property (reduced by estimated salvage value).
A deduction for each year is computed by multiplying the cost or other basis
of the asset (reduced by estimated salvage value) by the number of years of
useful life remaining (including the year for which the deduction is computed)
and dividing the product by the sum of all the digits corresponding to the years
of the estimated useful life of the asset. In the case of a five-year life this sum
would be 15 (5 plus 4 plus 3 plus 2 plus 1). For the first year 5-15th of the
cost reduced by estimated salvage value would be allowable, for the second
year 4-15th, etc.

(3) Other methods.—A taxpayer may use any consistent method which
does not result in accumulated allowances at the end of any year greater than
the total of the accumulated allowances which would have resulted from the
use of the declining balance method. This limitation applies only during the
first two-thirds of the useful lile of the property.

If a deduction is claimed on acceount of depreciation, a schedule should be
filed with the return showing: (1) description of the property; (2) date of acquisi-
tion of the property; (3) the cost or other basis of the asset; (4) the amount of
depreciation allowed and allowable in prior years; (5) the method under
which the depreciation allowance is being claimed; (6) rate of depreciation,
and expected useful life; and (7) depreciation allowance this year. In case
obsolescence is included, state separately amount claimed and basis upon
which it is computed. Cost or value of land is not subject to depreciation,
and when land and building were purchased for a lump sum the cost of the
buildings subject to depreciation must be established.

The adjusted property accounts and the accumulated depreciation shown in
the schedule should be reconciled with those accounts as reflected on the books
of the taxpayer. For limitation on deduction, see Instruction 10 (b) below.

10. Total deductions.—(a) Enter the total of items 5 to 9, inclusive.

(b) Limitation on deductions relating to real estate owned and occupied.—The deduc-
tHion included in items 7 to 9 on account of real estate owned and occupied in whole or in part
by the company shall be limited to an amount which bears the same ratio to such deduction
(computed without regard to section 803 (h)) as the rental value of the space not so occupied
bears to the rental value of the entire property. (Submit detailed schedule.)

(¢) Items not deductible.—No deduction is allowable for the amount of any item or part
thereof allocable to a class of exempt income, other than interest. Ttems directly attributable
1o such exempt income shall be allocated thereto, and items directly attributable to any class of
taxable income shall be allocated to such tazable income. If an ftem is indirectly attributable
to both taxable income and exempt income, a reasonable proportion thereof, determined in the
light of all the facts and circumstances in each case, shall be allocated to each. Apportion-
ments must in all cases be reasonable. A taxzpayer receiving any exempt income, other than
interest, or holding any property or engaging in any activity the income from which is exempt
shall submit with its return as a part thereof an itemized statement, in detail, showing (1) the
amount of each class of exempt income, and (2) the amount of items allocated to sach such
class (the amount allocated by apportionment being shown separately).

12 through 23. Computation of tax.—In general.—All life insurance
companies (including foreign life insurance companies carrying on a life
insurance business within the United States) are subject to the tax imposed
by section 802, For taxable years beginning in 1954, section 802 (b) provides
for a tax equal to 3% percent of the first $200,000 of 1954 life insurance
company taxable income and 6% percent of the amount in excess of $200,000.
No consideration is to be given in the computation of the tax to any amount
of the reserve and other policy liability deduction provided in section 804.
The term “1954 life insurance company taxable income” is defined as the
taxable income plus 8 times the amount of the adjustment for certain non-
life insurance reserves provided in section 806 and minus the reserve interest
credit, if any, as defined in section 805 (b). The taxable income of a foreign
life insurcnce company carrying on a life insurance business within the United
States consists of that portion of its taxable income from the United States
business (shown on the form approved for life insurance companies by the
National Association of Insurance Commissioners) computed under the pro-
visions of section 807.

15. Dividends received deductions.—The deductions provided in line 15
are as follows: {a) 85 percent of the amount received as dividends (except
dividends on certain preferred stock of public utilities) from a domestic cor-
poration subject to income tax. Amounts received as dividends from mutual
savings banks, cooperative banks, and domestic building and loan associa-
tions and allowed as a deduction to such banks or building and loan associa-
tions shall not be treated as dividends. In the case of dividends received
from a regulated investment company, see section 854 regarding limitations

U. $. GOVERNMENT FRINTING OFFICE

on amount deductible; (b) 62.115 percent of the amount received as divic
on the preferred stock of a public utility which is subject to income tax o
allowed a deduction, as provided in section 247, for dividends paid; ar
85 percent of dividends received from certain foreign corporations.
section 245 for qualifications and limitations on the amount of this dedu

Dividends received from a corporation described in section 246 (a) (€
Trade Act Corporation, etc.) should be entered in Item 2 (d).

17. Adjustment for certain non-life insurance reserves.—For
panies writing contracts other than life insurance or annuity contracts (¢
separately or combined with noncancellable health and accident insurc
add to the taxable income 3% percent of the unearned premiums and w
losses on such other contracts which are not included in life insurance res¢
but not less than 34 percent of unpaid losses plus 3% percent of 25 pe
of the net premiums written during the taxable year on such other cont
Section 805 (a) provides that there shall be added to normal-tax net ir
an amount equal {o eight times the amount of the adjustment for certa
serves provided in seclion 806.

19. Reserve interest credit.—Schedule C on page 2 should be us
compute the amount of the reserve interest credit. The reserve interest «
is allowed in instances in which the relationship between adjusted ta:
income and required interest is such that the adjusted taxable income i
than 105 percent of the required interest. The term “adjusted taxab
come’’ is defined as the taxable income computed without any deductic
tax-free interest or without the benefit of the special deductions provide
sections 242 through 243, minus 50 percent of the amount of the adjus
for certain non-life insurance reserves. The term “required interest’” n
the total of—

(1) The sum of amounts obtained by multiplying (a) ecch rate of interest assumed i

puting the life insurance reserves by (b) the means of the amounts of the adjusted re
computed at that rate at the beginning and end of the taxable year;

(2) Two percent of the reserve for deferred dividends, and

{3) Interest paid.

If the adjusted taxable income is 1053 percent or more of the required ini
the reserve interest credit is stated as zero. If the adjusted taxable incc
100 percent or less of the required interest, the reserve inferest credit is
mined as an amount equal to 30 percent of the taxable income. If th
justed tazable income is more than 100 percent but less than 105 pe
of the required interest, the reserve interest credit is computed by multiy
the taxable income by ten times the difference between 105 percent ar
actual percentage established. The percentage established by comp
adjusted taxable income 1o the required interest should be carried to at
the nearest one-tenth of a percentage point with the result that the mult
tion by ten of the difference between 105 percent and such percentage w
preductive of a more accurately graduated figure than would be po
were no such fractional percentage to be allowed.

22, Credit for incomeé taxes paid to a foreign country or United §
possession.—If, in accordance with section 901, a credit is claimed
domestic corporation in item 22, on account of income, war-profits and e:
profits taxes paid or accrued to a foreign country or a possession of the T
States, Form 1118 should be submitied with the return, together with #
ceipt for each such tax payment. In case credit is sought for taxes ac
but not paid, the form must have attached 1o it a certified copy of the 1
on which each such accrued tax was based, and the District Director mx
quire a bond on Form 1119 as a condition precedent to the allowance
credit for such accrued taxes. A foreign company is not entitled to clai
credit.

SCHEDULE A.—DATA FOR RESERVE AND OTHER POLICY
BILITY CREDIT FOR THE SUCCEEDING TAXABLE YEAR

Data for succeeding taxable year.—The following data shall b
nished in Schedule A by every life insurance company for the compu
of the figure, for the succeeding year, to be proclaimed by the Secretc
determine the reserve and other policy liability credit:

(1) Reserves (lines 1 to B, inclusive).—List data pertaining to life insurance re
Describe fully the nature of the reserve, the method of computation, the interest rate use
the amount of each such reserve at the beginning and end of the tazakle year. Includ
tality and morbidity reserves on noncancellable life, health, or accident contracts.
include pro rata unearned premiums or unpaid losses on cancellable accident and
contracts. For reserves computed on a modified basis, such as Illinois Standard, or Sele
Ultimate, list 107 percent of the amount of such reserves. (For definition of life insuras
serves, sea section 803 and the regulations thereunder.) (For reserves computed on a m
basis, see section 803 and the regulations thereunder.)

(2) Reserve earnings rate (line 9).—Reserve earnings rate means a rate computed by «
2.11285 percent (65 percent of 3%4 percent) and 35 percent of the average rate of inter
sumed in computing life insurance reserves.

(3) Reserve for deferred dividends (line 11).—Enfer an amount equal to 2 percent
reserve held at the end of the taxable year for deferred dividends the payment of wi
deferred for a period of not less than 5 years from the date of the policy contract. Do not i
in such reserve dividends payable during the following taxable year.

(4) Interest paid or accrued (line 12).—Enter the amount of interest paid or a
during the taxable year on the company’s indebtedness, except on indebtedness incur
continued to purchase or carry obligations (other than ohligations of the United States
after September 24, 1917, and originally subscribed for by the taxpayer) the interes
which is wholly exempt from tazation, and all amounts in the nature of interest, whether
guaranteed, paid or accrued within the taxable year on insurance contracts (or co
arising out of insurance contracts) which do not involve, at the time of payment, lifs, 1
or accident contingencies. Interest on dividends held on deposit and surrendered duri:
taxable year should be included in this item. Do not include any interest on deferred div
which were included under (3) above.
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